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" e n t r e p  
I n  t h e  N i g e r i a n  c o n t e x t  u n f o r t u n a t e l y ,  e n t r e p r e n e u r i a l  s p i r i t  i s  l o w  a m o n g  m a n y  i n d i v i d u a l '  t a k i n g  
E v e n  w h e r e  i t  i s  p r e s e n t ,  i t  m a y  b e  l a t e n t .  W o r s t  s t i f f ,  m a n y  s u f f e r  f r o m  a n  i n e r t i a  ( i . e .  l a c k  
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s u s t a i m  
t h a t  a n  
Albert~ 
r e q u i s i t e  r i s k - t a k i n g  b e h a v i o u r  a s  b e i n g  t h e  o n e  o f  t h e  m a i n  f a c t o r  r e s p o n s i b l e  f o r  t h e  sl~ i n i t i a t i v  
e n t r e p r e n e u r i a l  d e v e l o p m e n t  i n  N i g e r i a .  H o w e v e r ,  t h i s  p a p e r  a i m e d  a t  b r e a k i n g  o r  h e l p i n g  I  
r e a d e r  o v e r c o m e  t h o s e  i n e r t i a  c r e a t e d  a s  a  r e s u l t  o f  t h e  w r o n g  p e r c e p t i o n  o r  w r o n g  attitu~ H o w e v t  
t o w a r d s  b u s i n e s s  r i s k - t a k i n g .  T o  a c h i e v e  t h e  f o r e g o i n g  o b j e c t i v e ,  t h e  a u t h o r  identifi~ a n d  P e t e  
n u m e r o u s  r o a d  b l o c k s  o r  f a c t o r s  r e s p o n s i b l e  f o r  r i s k - t a k i n g  i n e r t i a  i n  i n d i v i d u a l s .  Th~ c r e a t i n g  
i n c l u d e d :  l a c k  o f  b e l i e f  i n  y o u r s e l f  a n d  o t h e r s ;  d e s i r e  t o  a v o i d  c o n f l i c t ;  f e a r  o f f a i l u r e ;  p l a y i n g l  a s s u m i n  
s a f e ,  a m o n g  o t h e r s .  i n  a d d i t i o n ,  r i s k  m a n a g e m e n t  s t r a t e g i e s  w e r e  p r o f f e r e d  a s  toolsforcurbi~ r e s u l t i n !  
a s s o c i a t e d  r i s k ,  t h e r e b y  e v o l v i n g  a  p o s i t i v e  a t t i t u d e  t o w a r d s  r i s k - t a k i n g  i n  i n d i v i d u a l s .  T h , .  C l e a r l  
s t r a t e g i e s  w e r e  i d e n t i f i e d ,  w h i c h  i n c l u d e :  r e d u c e  t h e  r i s k ;  a v o i d  t h e  r i s k  a n d ;  b u y  insura1~ c  ~· 
a g a i n s t  t h e  r i s k .  I t  w a s  c o n c l u d e d  t h a t  i n d i v i d u a l s  s h o u l d  l o o k  b e y o n d  t h e  p r e s e n t ,  c o m e  o u d  u r r e n  ~ 
t h e i r  s h e l l s ,  u n l e a s h  t h e i r  t a l e n t s ,  a b i l i t i e s ,  a n d  t a k e  n e c e s s a r y  r i s k .  W h i l e  e n c o u r a g i n g  r i J  pe.rt~o~a 
k
.  h  h  h  ·  d  d  d  d  1  d  ·  ·  d .  ·  1 ·  d  h  . . .  t m  t a t l v (  
t a  z n g ,  t  e  a u t  o r  e m p  a s t z e  a n  r e c o m m e n  e  o n  y  m o  e r a t e ,  p o s 1 t t v e ,  zs c z p  m e  ,  e t  ! C u r  l  
l  1  d  d  
·  l  ·  k  d  ·  "  h  "  ·  k  a  s o  a s s 1  
c a  c u  a t e  a n  r a t w n a  n s  a n  n o / j u s t  a n y  o w  n s  .  .  
c t r c u m s t  
I n t r o d u c t i o n  
1  
b e e n  p a i '  
E n t r e p r e n e u r s h i p  i s  t h e  p r o c e s s  o f  c r e a t i n g  s o m e t h i n g  d i f f e r e n t  w i t h  v a l u e ,  d e v o t i n g  ·  T h  f u  
n e c e s s a r y  t i m e  a n d  e f f o r t s ,  a s s u m i n g  t h e  a c c o m p a n y i n g  f i n a n c i a l ,  p s y c h i c  a n d  s o c i a l  r i  e l  .  ~c 
a n d  r e c e i v i n g  t h e  r e s u l t i n g  r e w a r d s  o f  m o n e t a r y  a n d  p e r s o n a l  s a t i s f a c t i o n  a n d  i n d e p e n d e n  e x p  d  Olt~n 
( H i s r i c h  a n d  P e t e r s ,  1 9 9 5 ) .  F o r  t h e  p e r s o n  w h o  a c t u a l l y  s t a r t s  h i s  o r  h e r  o w n  b u s i n e s s ,  p r o  u c m  
e x p e r i e n c e  i s  f i l l e d  w i t h  e n t h u s i a s m ,  f r u s t r a t i o n ,  a n x i e t y ,  a n d  h a r d  w o r k .  T h e r e  i s  h i ,  su~ply o :  
f a i l u r e  d u e  t o  s u c h  t h i n g s  a s  p o o r  s a l e s ,  i n t e n s e  c o m p e t i t i o n ,  l a c k  o f  c a p i t a l  o r  l a c k  a n  m t . e g r  
m a n a g e r i a l  a b i l i t y .  T h e  e m o t i o n a l  r i s k  c a n  a l s o  b e  v e r y  h i g h .  A l l  t h e s e  h a v e ,  p e r h a p s ,  c r e a l  n e w ,  I S  
0  
i n  i n d i v i d u a l s  a n d  i n s t i t u t i o n s  a n  i n e r t i a ,  t h a t  i s  t h e  l a c k  o f  d e s i r e  o r  t h e  a b i l i t y  t o  m o v e  cre~te a n  
c h a n g e  f r o m  t h e i r  c u r r e n t  s t a t e  e v e n  w h e r e  t h e  c h a n g e  i s  a b s o l u t e l y  n e c e s s a r y .  T h e  r i  e n v i r o n r r  
conte~t n o t .w i t h s t a n d i n g ,  b u s i n e s s  m u s t  b e  e n g a g e d  i n t o ;  t h e r e f o r e ,  t o  b e  s u c c e s s f f R i s k :  D e  
a s s o c i a t e d  n s k  m u s t  b e  t a k e n .  I  R i s k  e x  i s  
L i f e  i t s e l f  i s  r e p l e t e  w i t h  r i s k .  C l e a r l y ,  r i s k  i s  i n t r i n s i c a l l y  a n d  e x t r i n s i c a l l y  p a r t  
e n t r e p r e n e u r s h i p .  T h e r e f o r e ,  t o  s u c c e e d ,  a n  e n t r e p r e n e u r  m u s t  h a v e  t h e  a t t i t u d e  o f  t a ·  ·  
r i s k .  H e  m u s t  b e  a  r i s k  t a k e r .  T h i s  p a p e r  s e e k s  t o  d w e l l  h e a v i l y  o n  t h e  r i s k - t a k i n g  a t t r i b u t e  
a n  e n t r e p r e n e u r ;  h e l p i n g  t o  b r e a k  t h e  i n e r t i a ,  t h e  b a r r i e r s .  T h e  m a i n  t h r u s t  b e i n g  t o  g a l  v a n ·  
M a d o n n a  Un i v e r s it y  J ou r n a l  o f  R e s e a r ch  i n  B u si n e s s  A d m i n i s t r a t i o n  a n d  M a n a g emen t  V o l .  I  N o .  I  N o v e m b e r  2 0 0 9  
H e i n s  ( 1 5  
,s p e c i f i e d  
s s i b l e ,  
Entrepreneurship: Overcoming the Risk Inertia 
the reader from inaction to action as well as help sustain the quality of moderate, creative 
risk-taking behaviour. 
Who is an Entrepreneur? 
Etymologically, the word entrepreneur is French and literary translated, means "between-
taker" or "go-between" . In the 17'h century, an entrepreneur is considered a "person bearing 
risks of profits (loss) in a fixed price contract with government". Beaudean (1977) cited by 
Keratko (1996) maintained that an entrepreneur is "a person bearing risks, planning, 
supervising, organizing and owning .. .. " Moving a step further from Beaudean's 
observation, Joseph Schumpeter (1934) cited by Williams e. tal (1999) stated that 'ln 
"entrepreneur is an innovator and develops untried technology". Defining it from risk-
taking perspective, as cited by Hisrich and Peters (1995), David McClelland (1961) 
sustained that "an entrepreneur is a moderate risk-taker" . Peter Druker (1964) observed 
that an entrepreneur is that person that maximizes business opportunities. In his words , 
Albert Shapero ( 1975) cited by Hisrich and Peters (1995) stated, "an entrepreneur takes 
initiative, organizes some social and economic mechanisms and accepts risk of fa ilure". 
ndividual 
fi.e. lack 
Jallydue t 
·ence ofth 
Jr the slo 
~elping th 
11g attitud However, for the purpose of this material we shall adopt the defini tion as posited by Hisrich 
identifie and Peters (1995). They defined an entrepreneur as "a person who undertakes the process of 
als. These creating something different with value by devoting the necessary time and effort, 
:playing it assuming the accompanying financial, psychological and social risks and receiving the 
or curbing resulting rewards of monetary and personal satisfaction." 
!~/s. Three Clearly, the entrepreneur organizes and operates an enterprise for personal again. He pays 
Insurance current prices for the materials consumed in the business, for the use of the land, for the 
'Jme out 0 1 · h I d l-' h · I h · H "b h. 
, . . k persona services e emp oys, an tor t e capita e reqmres. e contn utes IS own 
:~m~h~zs i initiative, skill and ingenuity in planning, organizing and administering the enterprise. He 
' e zca' also assumes the chance of loss and gain consequent to unforeseen and uncontrollable 
circumstances. The net residue of the annual receipts of the enterprise after a ll cost have 
been paid, he retains for himself. 
·oting the Th fu . f h . l.' l . . h f d . b )Cial risk e nct10n o t e entrepreneur IS to retorm or revo utiOntze t e pattern o pro uct10n y 
pendenc~ exploiting an innovation or, more generally, an untried technological possibility for 
iness th producing a new commodity or producing an old one in a new way, opening a new source of 
e is h · ~ supply of materials or a new outlet for product. Undoubtedly, the concept of innovation is 
r lacktg f an integral part of entrepreneurship. Indeed, innovation, the act of introducing something 
s creat 
0
d new, is one of the most difficult tasks for the entrepreneur. It takes not only the ability to ~nove ~r cre~te and conceptualize but also the ability to understand all the forces at work in the 
The risk environment. 
1ccessful Risk: D efinition and types Encountered by E ntrepreneurs 
Risk exists whenever the future is unknown. According to Arthur Williams and Richard 
Heins ( 1985) they defined ri sk as " the variation in the outcomes that could occur over a 
· part of specified period in a given situation". They further explained that if only one outcome is 
)[taking possible, the variation and hence the risk is zero. Thus, they conclude that the greater the 
ribute of variation in outcome, the greater the risk. Acc:::> rding to Nickel e. tal (1999) risk refers to the 
alvanize 
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S t e v e  U k e n n a  
a b s e n c e  
c h a n c e  o f l o s s ,  t h e  d e g r e e  o f  p r o b a b i l i t y  o f  l o s s ,  a n d  t h e  a m o u n t  o f  p o s s i b l e  l o s s .  a n d  m o e  
I  
.  .  h .  .  d .  .  .  h  b  .  k  d  h  h  R o a d  B  
t  1s  I m p o r t a n t  a t  t  t s  J U n c t u r e  t o  1s t m g u 1s  e t w e e n  n s  a n  c  a n c e  a s  w e  s e e  t  a t  T h  f l  
1 1  
c h a n c e  i s  m e n t i o n e d  i n  o u r  d e f i n i t i o n  o f  r i s k .  T h e r e  w i l l  p r o b a b l y  b e  a  d i f f e r e n c e  o f  ~ 
0  
o p i n i o n  a s  t o  t h e  p r e c i s e  m e a n i n g  o f  t h e  w o r d s :  " c h a n c e "  a n d  " r i s k " ,  b u t  w e  m a y  t a k e  i t  a n  de v o  
t h a t  t h e y  b o t h  r e l a t e  t o  u n c e r t a i n t y .  A s  p o i n t e d  o u t  b y  H a n s e l l  ( 1 9 7 9 ) ,  r i s k ,  i n  t h e  n e e  _d t o  
.  .  l l  . c :  d  .  h  .  .  .  .  h  a v O l  c c  
m s u r a n c e  c o n t e x t ,  I S  g e n e r a  y  r e t e n e  t o  m  a  s o m e w  a t  p e s s 1m 1s t 1 c  s e n s e ,  m  t  a t  o n e  
1  
.  
h a s  i n  m i n d  t h e  p o s s i b i l i t i e s  o f  l o s s  o r  m i s f o r t u n e  ( c o m p a r e  w i t h  " c r o s s i n g  t h e  r o a d  P  a ! ' m g  
w i t h o u t  l o o k i n g  i s  a  v e r y  r i s k y  b u s i n e s s "  i s  c o m m o n  s p e e c h ) .  C h a n c e ,  o n  t h e  o t h e r  h a n d ,  a c t w nb  n  
i s  r e g a r d e d  m o r e  f r o m  a n  o p t i m i s t i c  v i e w p o i n t  ( c o m p a r e  w i t h  " w h a t  a r e  m y  c h a n c e s  o f  e v e r y  
0
'  
g e t t i n g  t h a t  j o b " ) .  O t h e r  i n t  
d e s i r e  t c  
W h a t  i s  R i s k - t a k i n g  A n d  W h o  i s  a  R i s k - t a k e r ?  s e n  t i m e r  
B e f o r e  a n y  a t t e m p t  t o  d e f i n e  a n d  e x a m i n e  t h e  c o n c e p t  o f  r i s k - t a k i n g ,  i t  i s  i m p o r t a n t  t o  1p r o b l e m  
r e m i n d  t h a t ,  i n  l i f e ,  a l m o s t  e v e r y t h i n g  w e  d o  h a s  e l e m e n t  o f  r i s k ,  t h e r e f o r e  r i s k - t a k i n g  i s  ! l i f e  s h o u .  
f r e e :  t o  l a u g h  i s  t o  r i s k  a p p e a r i n g  t h e  f o o l ;  t o  w e e p  i s  t o  r i s k  a p p e a r i n g  s e n t i m e n t a l ;  t o  1 e g a t i v e ;  
r e a c h  o u t  i s  t o  r i s k  i n v o l v e m e n t ;  t o  e x p o s e  f e e l i n g s  i s  t o  n o t  r i s k  e x p o s i n g  t r u e - s e l f ;  t o  s o l v i n g ;  I  
p l a c e  y o u r  i d e a s ,  y o u r  d r e a m s  b e f o r e  t h e  c r o w d  i s  t o  r i s k  t h e i r  l o s s .  A l s o ,  t o  l o v e  i s  t o  r i s k  l i  p i t y ;  y o u  
n o t  b e i n g  l o v e d  i n  r e t u r n ;  t o  l i v e  i s  t o  r i s k  d y i n g ;  t o  h o p e  i s  t o  r i s k  d e s p a i r ;  a n d  t o  t r y  i s  t o  r i s k - t a k i r  
r i s k  f a i l u r e .  
T h o u g h t  
T h e r e f o r e ,  r i s k  m u s t  b e  t a k e n ,  b e c a u s e  t h e  g r e a t e s t  h a z a r d  i n  l i f e  i s  t o  r i s k  n o t h i n g .  T h e  I" H e  w h o  
p e r s o n ,  w h o  r i s k s  n o t h i n g ,  d o e s  n o t h i n g ,  h a s  n o t h i n g ,  a n d  i s  n o t h i n g .  H e  m a y  a v o i d  I  w h o l e  b e i  
s u f f e r i n g  a n d  s o n o w  b u t  h e  s i m p l y  c a n n o t  l e a r n ,  f e e l ,  c h a n g e ,  g r o w ,  l o v e ,  l i v e  c h a i n e d  "  
b y  h i s  c e r t i t u d e ,  h e  i s  a  s l a v e ,  h e  h a s  f o r f e i t e d  f r e e d o m .  O n l y  a  p e r s o n  w h o  r i s k s  i s  f r e e .  I~ Th~ p e r .  
T h e  g r e a t e s t  i s  n o t  t o  r i s k  a t  a l l .  n o t h m g .  l  
W h  h  
.  .  k  k i  d  h  .  .  k  k  ?  R .  k  k '  .  .  l f  c h a n g e  a n  
a t  t  e n  I S  n s  - t a  n g  a n  w  o  1s  a  n s  - t a  e r .  t s  - t a  m g  1s  o p e m n g  y o u r s e  t o  
c h a n g e .  I t  i s  t h e  a c c e p t i n g  o f  t h e  n e e d  f o r  c h a n g e  a n d  i t  i s  t a k i n g  t h e  b e h a v i o u r a l  s t e p s  t h a t  I" Y e s  r i s k  
w i l l  r e s u l t  i n  t h a t  c h a n g e .  A c c o r d i n g  t o  W o r d  w e b  d i c t i o n a r y  o f  d e f i n i t i o n ,  a  r i s k - t a k e r  i s  lt a k i n , g "  J i  
s o m e o n e  w h o  r i s k s  l o s s  o r  i n j u r y  i n  t h e  h o p e  o f  g a i n  o r  e x c i t e m e n t .  R i s k - t a k i n g  i s  t h e  
h o n e s t  a p p r a i s a l  o f  a  s i t u a t i o n  i n  l i f e  r e q u i r i n g  y o u r  a c t i o n ;  u n d e r s t a n d i n g  t h e  r i s k  
i n v o l v e d  i n  t a k i n g  s u c h  a c t i o n ;  w e i g h i n g  t h e  p r o s  a n d  c o n s  o f  t a k i n g  t h e  a c t i o n  w i t h  f u l l  
c o n s c i o u s n e s s  o f  t h e  r i s k ,  p r o s  a n d  c o n s ,  a n d  p o t e n t i a l  o u t c o m e ;  a n d  a c c e p t i n g  t h e  
c o n s e q u e n c e s  o f  s u c h  a c t i o n .  
A  r i s k - t a k e r  i s  t h a t  p e r s o n  w h o  h a s  t h e  a b i l i t y  t o  i g n o r e  h i s / h e r  n e e d  f o r  o t h e r s  a p p r o v a l  i n  
o r d e r  t o  t a k e  t h e  m o s t  a p p r o p r i a t e  a c t i o n  f o r  h i m s e l f / h e r s e l f  H e  i s  t h a t  p e r s o n  w h o  
p u r s u e s  t h e  r e q u i r e d  a c t i o n s  d e s p i t e  t h e  f e a r  t h a t  i t  w i l l  e f f e c t  o t h e r s  n e g a t i v e l y ,  r e s u l t i n g  
i n  t h e i r  e f f o r t s  t o  m a k e  h i m / h e r  f e e l  g u i l t y  a b o u t  t a k i n g  s u c h  a c t i o n .  H e  i s  t h a t  p e r s o n  w h o  
u n d e r t a k e s  a  b e h a v i o u r a l  p r o c e s s  i n v o l v i n g  t h e  g a m b l e  t h a t  h e / s h e  m a y  e x p e r i e n c e  
r e j e c t i o n  f r o m  o t h e r s  f o r  t h e  a c t i o n  h e  h a s  t o  t a k e .  
R i s k  t a k i n g  i s  d e c i d i n g  t o  m a k e  a  p e r s o n a l  s a c r i f i c e  o f  t i m e ,  e n e r g y ,  a b i l i t y  a n d  
k n o w l e d g e  a s  a n  i n v e s t m e n t  t o  b e t t e r  c i r c u m s t a n c e s .  I t  i s  h o p i n g  y o u r  c i r c u m s t a n c e s  w i l l  
i m p r o v e  a s  a  r e s u l t  o f  y o u r  p e r s o n a l  s a c r i f i c e ,  b u t  m a k i n g  i t  a n y w a y .  
R i s k - t a k i n g  i s  " n o w "  o r i e n t e d  a c t i o n .  I t  i s  t h e  d i r e c t  c o n f r o n t a t i o n  o f  a  p r o b l e m .  I t  i s  t h e  
Ma d o n n a  Un i v e r s i t y  J ou r n a l  o f  Re s e a r c h  i n  B u si n es s  A d m i n i s t r a t i o n  a n d  Man a g e men t  Vol .  I  N o .  I  N o v e mb e r  20 0 9  
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Entrepreneurship: Overcoming the Risk Inertia 
ence of p10crastination and denial in dealing with a problem. It is responsible, creative, 
dmoderate action taken to pursue the resolution of a problem. 
ad Blocks to Effective Risk-taking 
e following accounts for the many reasons individuals and corporate bodies dread risk 
devolve the risk taking inertia: fear of rejection; need for approval; need to avoid guilt; 
ed to always be right; need for certainty; lack of belief in yourself and others; desire to 
I'Oid conflict; fear of failure; unwillingness to accept possible negative consequences; 
laying it safe; a need for security; fear of hurting others; denial that a problem exists and 
tion need to be taken; relying on others to resolve your problems; over concern for 
·erybody but yourself. 
her inertia causing factors and road blocks are: fear of pain (no pain, no gain); absence of 
sire to change; irrational belief that it is impossible to change the situation; over-
ntimentality for the need of others; enjoying the sympathy you receive from others for the 
roblem you face; inability to let go of an old belief in a person or institution; a belief that 
'feshould always be fair; change being avoided; maintenance of the status quo, even if it is 
egative; over dependence on others to take care of you; lack of creativity in problem 
lving; loss of physical health; being isolated and ignored by others as you wallow in self-
ity; your self-destructive, self-overcome these road blocks is sure to become a successful 
·sk-taking entrepreneur . 
bought Provoking Risk-taking Quotes 
e who risk and fai ls can be forgiven. He who never risk and never fai ls is a failure in his 
hole being." Pau I Tillich (18 86- 1965). 
fhe person who risks nothing, does nothing, has nothing, is nothing and becoming 
thing. He may avoid suffering and sorrow, but simply cannot learn how to feel and 
ange and grow and love and live". Leo F. Buscagha ( 1924- 1998). 
Yes, risk-taking is inherently failure-prone. Otherwise, it would be called sure-thing-
ing" Jim McMahon ( 1959). 
fyou're not making mistakes, you're not taking risks, and that means you're not going 
ywhere. The key is to make mistake faster than the competition, so you have more 
hanges to learn and win." John W. Holt. Jr. 
You have to take risks. We only understand the miracle of life fully when we allow the 
expected to happen." raulo Coelho. 
People who don't take risks generally make about two big mistakes a year. People who do 
erisks generally make about two big mistakes a year." Peter Drucker (1969). 
llisk! Risk anything! Care no more fo r the opinions of others, for those voices. Do the 
dest thing on earth for you. Act for yourself. Face the truth." Katherine Mansfield (1888 
1923) 
fyou're not a ri sk-taker, you should get the hell out of business!" Ray Kroe (American 
oneer of the fast food industry founder of McDonald's 1902- 1984). 
he Entrepreneur as a Risk-taker 
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S t e v e  U k e n n a  
T h e  c o n n e c t i o n  o f  r i s k  w i t h  e n t r e p r e n e u r s h i p  d e v e l o p e d  i n  t h e  1 7 ' h  c e n t u r y ,  w i t h  a r  
e n t r e p r e n e u r  b e i n g  a  p e r s o n  w h o  e n t e r e d  i n t o  a  c o n t r a c t u a l  a r r a n g e m e n t  w i t h  th~ 
g o v e r n m e n t  t o  p e r f o r m  a  s e r v i c e  o r  t o  s u p p l y  s t i p u l a t e d  p r o d u c t s .  S i n c e  t h e  c o n t r a c t  p r i  
w a s  f i x e d ,  a n y  r e s u l t i n g  p r o f i t s  o r  l o s s e s  r e f l e c t e d  t h e  e f f o r t s  o f  t h e  e n t r e p r e n e u r s .  
O n e  e n t r e p r e n e u r  i n  t h i s  p e r i o d  w a s  J o h n  L a w ,  a  F r e n c h m a n ,  w h o  w a s  a l l o w e d  t o  e s t a b l i s h  
r o y a l  b a n k ,  w h i c h  e v e n t u a l l y  e v o l v e d  i n t o  a n  e x c l u s i v e  f r a n c h i s e  t o  f o r m  a  t r a d i n g  c o m  p a n )  
i n  t h e  N e w  w o r l d  t h e  M i s s i s s i p p i  c o m p a n y .  U n f o r t u n a t e l y ,  t h i s  m o n o p o l y  o n  F r e n c h  t r a d e  
l e d  l a w ' s  d o w n f a l l  w h e n  h e  a t t e m p t e d  t o  p u s h  t h e  c o m p a n y ' s  s t o c k  p r i c e  h i g h e r  t h a n  t h t  
v a l u e  o f  i t s  a s s e t s ;  t h i s  e v e n t u a l l y  l e d  t o  t h e  c o l l a p s e  o f  t h e  c o m p a n y .  
R i c h a r d  C a n t i l l o n ,  a  n o t e d  e c o n o m i s t  a n d  a u t h o r  i n  t h e  1 7 0 0 s ,  u n d e r s t o o d  l a w ' s  m i s t a k e  
C a n t i l l o n  d e v e l o p e d  o n e  o f  t h e  e a r l y  t h e o r i e s  o f  t h e  e n t r e p r e n e u r  a n d  i s  r e g a r d e d  b y  some~ 
t h e  f o u n d e r  o f  t h e  t e r m :  e n t r e p r e n e u r .  H e  v i e w e d  t h e  e n t r e p r e n e u r  a s  a  r i s k - t a k e r ,  o b s e r v i l l 1  
t h a t  m e r c h a n t s ,  f a r m e r s ,  c r a f t s m e n ,  a n d  o t h e r  s o l e  p r o p r i e t o r s  " b u y  a t  a  c e r t a i n  p r i c e  
t h e r e f o r e  o p e r a t i n g  a t  a s  r i s k "  ( H i s r i c h ,  1 9 9 5 ) .  
C o n s e  
A s  a  r  
b e a r i n .  
m u s t  h  
b u s i n e  
T h o s e  
f l u c t u a  
G o o d E  
r e a l i s t i  
r i s k  a v •  
v e n t u r e  
c o s t  as~ 
R i s k y  s  
p o t e n t i :  
d i f f e r e r  
t h a t  d i f  
R i s k - t a k i n g  i s ,  t h e r e f o r e ,  i n h e r e n t l y  a n  i n t e g r a l  c h a r a c t e r i s t i c  o f  a n  e n t r e p r e n e u r ;  s u p p o r t i l l !  i n d i v i d l  
t h i s  v i e w ,  V i c t o r  K l a m  (  1 9 8 9 )  c i t e d  b y  W i l l i a m s  e .  t a l  (  1 9 9 9 )  a s s e r t s :  " e n t r e p r e n e u r s  a r e  r i s k ·  a p p r o a c  
t a k e r s ,  w i l l i n g  t o  r o l l  t h e  d i c e  w i t h  t h e i r  m o n e y  o r  r e p u t a t i o n  o n  t h e  l i n e  i n  s u p p o r t  o f  a n  i d e a 1  h e  c a n  i J  
o r  e n t e r p r i s e .  T h e y  w i l l i n g l y  a s s u m e  r e s p o n s i b i l i t y  f o r  t h e  s u c c e s s  o r  f a i l u r e  o f  a  v e n t u r e  a n c  
a r e  a n s w e r a b l e  f o r  a l l  i t s  f a c e t s " .  T h e  E n  
A s  a  r i s k - t a k e r ,  t h e  e n t r e p r e n e u r  s e e s  e v e r y  o b s t a c l e  a s  a n  o p p o r t u n i t y  a n d  t h r i v e s  t o m a h  L i f e  i t s  
s o ·m e t h i n g  w o r t h w h i l e  f r o m  i t .  T h e  b u s i n e s s  b a r r i e r s  n e v e r  p e r t u r b  h i m ,  i n s t e a d  hJ  e n t r e p r E  
c r e a t i v e l y  f i n d s  s t r a t e g i e s  t o  o v e r c o m e  t h e m .  I n  t h i s  r e g a r d ,  N i c c o l o  M a c h i a v e l l i  (146~ a n d  b e a  
1 5 2 7 )  s t a t e d ,  " e n t r e p r e n e u r s  a r e  s i m p l y  t h o s e  w h o  u n d e r s t a n d s  t h a t  t h e r e  i s  a  littl~ e n t r e p r e  
d i f f e r e n c e  b e t w e e n  o b s t a c l e s  a n d  o p p o r t u n i t i e s  a n d  a r e  a b l e  t o  t u r n  b o t h  t o  t h e i r  a d v a n t a g e " .  I  s t r a t e g i c  
G  d  
.  .  .  l . f i  .  .  k  T  h  .  l  .  . n h  I I  a d v a n c e  
r a n t e  ,  e v e r y  a c t l v t t y  m  1  e  I S  n s  - p r o n e .  r u e ,  t  e  e n t r e p r e n e u n a  p r o c e s s  1 s  1  e r e n t ) .  
c h a r a c t e r i z e d  w i t h  r i s k ,  h o w e v e r  i t  i s  w o r t h y  o f  m e n t i o n  t h a t  t h e  e n t r e p r e n e u r  o u g h t  to~ Re~~ce 
i n c l i n e d  t o  t a k i n g  c a l c u l a t e d ,  m o d e r a t e ,  i n t e l l i g e n t ,  a n d  c r e a t i v e  r i s k s .  A  c r e a t i v e :  T h t s  I S  a  
e n t r e p r e n e u r  t e n d s  t o  a v o i d  b o t h  e x c e s s i v e l y  h i g h - r i s k  s i t u a t i o n s  a n d  l o w - r i s k  situation~! t o  r e d u c e  
I n h e r e n t l y  t h e  e n t r e p r e n e u r ' s  w o r k  i n v o l v e s  i n  g a m b l i n g  i n  t h e  r e a l  s e n s e  o f  t h e  w o r d !  e n t r e p r e ;  
D e l i b e r a t e l y ,  t h e y  a v o i d  h i g h - r i s k  s i t u a t i o n s  o r  t h e y  m a y  e n g a g e  i n  h i g h - r i s k  s i t u a t i o n . J  h e a l t h  e  
c r e a t i v e l y  b e c a u s e  o f  t h e  p a s s i o n  t o  s u c c e e d .  O n  t h e  o t h e r  h a n d ,  t h e y  a v o i p  low-ris~l m a i n t e n c  
s i t u a t i o n  b e c a u s e  o f  t h e i r  c r a v e  f o r  c h a l l e n g i n g  s i t u a t i o n s .  r i s k  m a n :  
S i t u a t i o n  o f  r i s k  o c c u r s  w h e n  t h e  e n t r e p r e n e u r  i s  f a c e d  w i t h  a  s i t u a t i o n  w h e r e b y  h e / s h e  h  A v o i d  t h  
t o  m a k e  a  c h o i c e  b e t w e e n  t w o  o r  a m o n g  m o r e  a l t e r n a t i v e s  w h o s e  p o t e n t i a l  o u t c o m e s  a r e  n  T h i s  i s  a  I  
k n o w n  a n d  m u s t  b e  o b j e c t i v e l y  e v a l u a t e d .  D e c i s i o n  a s  t o  w h i c h  a l t e r n a t i v e  w i l l  y i e l d  t h  l o s s  o c c L  
b e s t  r e s u l t  d e p e n d s  l a r g e l y  o n  t h e  e n t r e p r e n e u r ' s  a n a l y t i c a l  s k i l l s ,  f o r e c a s t i n g  a b i l i t y ,  p r i \ )  c a n n o t  b  
i n f o r m a t i o n  a n d  d u m b  l u c k .  E v e r y  r i s k  s i t u a t i o n  c o n t a i n s  e l e m e n t  o f  p o t e n t i a l  s u c c e s s  a :  e n t r e p r e r .  
w e l l  a s  e l e m e n t s  o f  p o t e n t i a l  l o s s .  T h i s ,  t h e r e f o r e ,  c a l l s  f o r  r i s k  a n a l y s i s .  f u n c t i o n s  
.  .  .  u s e  o f c h e  
P r o f i t  h a s  a l w a y s  b e e n  t h e  m a J o r  s t i m u l a n t  o r  m o t i v e  w h y  p e o p l e  m a y  w i s h  t o  e s t a b l i s h  
b u s i n e s s .  S i n c e  p r o f i t  i s  n o t  a l w a y s  r e a l i z e d ,  h e n c e  r i s k  i s  t h e n  p r e s e n t .  T h e  anticipation~ B u y  i n s u r  
b e l i e v e  t h a t  t h e r e  w i l l  b e  p r o f i t  e x p l a i n s  t h e  r e a s o n  w h y  e n t r e p r e n e u r s  m u s t  a s s u m e  r i s k  I n s u r a n c e  
M a d o n na  U n i v e r s i t y  J o u r n a l  o f  Re s e a r c h  i n  B u s i n e s s  A d m i n i s t r a t i on  a n d  M a n a g e m e n t  V o l .  I  N o .  I  N o v e m b e r  1 0 0 9  
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Entrep reneurship: Overcoming the Risk Inertia 
. with Consequent! y, the greater the risk, the greater the reward or profit. 
'w' th t~ As a risk-taker, the entrepreneur must also be a good risk-bearer. Risk-taking and risk tra~t . e bearing are two sides of a coin. Having taken risks, in the event of failure, the entrepreneur 
pnce must learn how to bear the losses resulting fr.om the risk taken. They are viewed as part of 
business and as opportunity to improve. He therefore bears the uninsurab le risk alone. 
~stablish a Those risk that cannot be insured, which the entrepreneur must bear alone include 
; company fluctuation in demand, government policies, emotional risk, competition, among others. 
ench trade G d d h'b' . k . Th ' h d k 
. th th oo entrepreneurs are expecte to ex 1 1t n s aversiOn. IS means t at you nee to ta e 
.r an e realistic risks with high pay-off to succeed in business. Conservation individuals with high 
risk aversion hebaviour do not make good entrepreneurs as they do not invest in innovative 
s mistake. ventures. It is important to state that gambling is however discouraged because of the high 
>y some as 
observing 
tain price, 
;up porting 
rs are risk-
tofan idea 
enture and 
es to make 
instead he 
1elli (1469 
is a little 
ivantage". 
inherently 
cost associated with the event of fai lure. 
Risky situation in business arises when one has to select between alternatives wi th known 
potential , which must be evaluated objectively. Two individuals are likely to behave 
differently when they are faced with the same risk situation. It is the degree of risk aversion 
that differentiates a good entrepreneur from others. The risk-taking characteristic of an 
individual is a function of both· intrinsic and extrins ic factors. A good entrepreneur 
tpproaches risk by thoroughly assessing the probability of success and the degree to which 
he can influence the occurrence of success. 
The E ntrep reneur and r isk Management Strategies 
Life itself is replete with risks. Inherently, risk is part of business. To succeed, an 
entrepreneur must take calculated, moderate, reasonable, and/or creative risks. Taking risk 
and bearing risk presupposes the management of risk. Thus, to be a good risk-taker the 
entrepreneur must not only understand the available risk handling or management 
strategies, but also be swift in utilizing the risk management strateg ies. The strategies 
advanced in this work are: reduce the risk; avoid the risk; and buy insurance against the risk. 
mght to be Reduce th e risk: 
I\ creative This is a risk management technique whereby some activities are designed and put in place 
situations. to reduce the effect or severity of the occurrence of losses arising from the risk taken. An 
·the word. entrepreneur can reduce risk by establishing loss-prevention programmes such as fire drills, 
: situations health education, safety inspections, attendance of motivational trainings, equipment 
.p low-risk maintenance, accident prevention programmes, and so on. The beginning of an effective 
risk management strategy is a good loss-prevention programme. 
he/she has Avoid the r isk: 
mes are not 
ll yie ld the 
)ility, privy 
success as 
establish a 
This is a risk management technique whereby attempt is made to avoid the possibi lity of the 
loss occurring. This is the most effective way of coping with risk. Although many risks 
cannot be avoided such as fire, theft, accident, or injury, but some companies or 
entrepreneurs avoid risk by not accepting hazardous jobs and by outsourcing other 
functions. Risk avoidance may also mean not introducing a new product into a market. The 
use of cheques is a way of avoiding risk associated with cash. 
icipation or Buy insurance against the risk: 
ssume risk . Insurance is the amour individuals, businesses, and nonprofit organization use to protect 
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t h e m s e l v e s  f r o m  v a r i o u s  f i n a n c i a l  r i s k s .  I t  m a y  i n t e r e s t  u s  t o  n o t e  t h a t  t w o  t y p e s  o f  r i s k  f i  
t h e  p u r p o s e  o f  i n s u r a n c e  m u s t  b e  o f  i n t e r e s t  t o  t h e  e n t r e p r e n e u r .  T h e y  a r e :  u n i n s u r a b l e  r i s  
a n d  i n s u r a b l e  r i s k .  
W h a t  r i s k s  a r e  u n i n s u r a b l e ?  N o t  a l l  r i s k s  a r e  i n s u r a b l e ,  e v e n  r i s k s  t h a t  o n c e  w e r e  c o v e r e d b  
i n s u r a n c e .  A n  u n i n s u r a b l e  r i s k  i s  o n e  t h a t  n o  i n s u r a n c e  c o m p a n y  w i l l  c o v e r .  E x a m p l e  
t h i n g s  t h a t  y o u  c a n n o t  i n s u r e  i n c l u d e  m a r k e t  r i s k s  ( e . g .  l o s s e s  t h a t  o c c u r  b e c a u s e  o f  p r i c .  
c h a n g e s ,  s t y l e  c h a n g e s ,  c h a n g e s  i n  c o n s u m e r  t a s t e ,  o r  n e w  p r o d u c t s  t h a t  m a k e  y o u r  p r o d u c  
o b s o l e t e ) ;  p o l i t i c a l  r i s k s  ( e . g .  l o s s e s  f r o m  w a r  o r  g o v e r n m e n t  r e s t r i c t i o n s  o n  t r a d e ) ;  s o m  
p e r s o n a l  r i s k s  ( s u c h  a s  l o s s  o f  a  j o b ) ;  a n d  s o m e  r i s k s  o f  o p e r a t i o n  ( e . g .  s t r i k e s  o f  i n e f f i c i e t  
m a c h i n e r y ) .  
W h a t  a r e  i n s u r a b l e  r i s k s ?  A n  i n s u r a b l e  r i s k  i s  o n e  t h a t  t h e  t y p i c a l  i n s u r a n c e  c o m p a n y  w  
c o v e r .  E x a m p l e s  i n c l u d e  f l o o d ,  b u r g l a r y ,  t h e f t ,  f i r e  e t c .  
C o n c l u s i o n  a n d  R e c o m m e n d a t i o n  
I t  w a s  R a y  K o e ,  A m e r i c a ' s  p i o n e e r  o f  t h e  f a s t - f o o d  i n d u s t r y  a n d  f o u n d e r  o f M c D o n a l d ' s  t h ! l  
o n c e  s a i d :  " i f  y o u ' r e  n o t  a  r i s k - t a k e r ,  y o u  s h o u l d  g e t  t h e  h e l l  o u t  o f  b u s i n e s s . "  Toda~ 
s u c c e s s f u l  b l u e - c h i p s  a r e  p r o d u c t s  o f  e n t r e p r e n e u r s  w i t h  s o u n d  r i s k - t a k i n g  a t t r i b u t e s .  
O n e  m a y  n o t  m a k e  t h e  d e s i r e d  s u c c e s s  o r  s t r i d e  i n  l i f e  i f  r i s k  i s  n o t  t a k e n .  R e c a l l  t h e  w o r d s  
R e f e r e n c  
A r t h u r ,  ' V I  
M c G t  
D r u c k e r ,  
H e i n e  
H e n s e l l , I  
K u r a t k o ,  
a n d M  
N o b e r t ,  I  
P u b  l i s  
H i s r i c h ,  R  
M a n a &  
P a u l  T i l l i c h :  " H e  w h o  r i s k s  a n d  f a i l s  c a n  b e  f o r g i v e n .  H e  w h o  n e v e r  r i s k s  a n d  n e v e r  f a i l s  i s
1  
W ' I l '  ,  
. ( : :  ' 1  .  h .  h  I  b  .  "  I  t a m s  
1 a 1  u r e  m  t s  w  o  e  e m g .  ·  '  
W h i l e  t h e  t h r u s t  o f  t h e  p a p e r  i s  t o  e n g e n d e r  i n  i n d i v i d u a l s  t h e  r i g h t  a t t i t u d e  t o w a r d s  r i s  
t a k i n g  a s  k e y  r e q u i s i t e  t o  s u c c e s s f u l  e n t r e p r e n e u r s h i p ;  c o n s e q u e n t l y ,  i t  i s  r e c o m m e n d e d  t h  
i n d i v i d u a l s  a n d  i n s t i t u t i o n s  e m b a r k  o n  c r e a t i v e ,  m o d e r a t e ,  r a t i o n a l ,  c a l c u l a t e d ,  e t h i c a l ,  a  
i n t e l l i g e n t  r i s k s .  
M a d o n n a  U n i v e r s i t y  J o u r n a l  o f  Re s e a r c h  i n  B u s i ne s s  A d m i n i s t r a t i o n  a n d  M a n a g emen t  V o l .  I  N o .  I  N o vem b er  2 0 0 9  
6 7 1  M 1 1 d 0 1 1 1 1 a  Un i v e r s i t y  
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